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National  Association  of  Housing  and  Redevelopment  Officials 

2600  Virginia  Avenue,  Northwest,  Suite  4()h,  Washington,  DC.  20037  (202)  333-2020 


THE  PRESIDENT'S  PROPOSED  TWO-YEAR  ASSISTED  HOUSING  MORATORIUM 
An  Examination  of  the  Issue  and  the  Background 

Since  1980  new  budget  authority  for  federally  assisted  housing  programs  has 
been  cut  more  than  60  percent.   Now,  the  President's  Fiscal  Year  1986  budget 
proposes  to  eliminate  all  new  budget  authority  for  assisted  housing  for  the  next 
two  years.   During  the  period  of  the  moratorium,  no  funding  will  be  requested  to 
support  additional  units  of  assisted  housing.   It  is  proposed  that  at  the  end  of 
the  two-year  moratorium,  the  U.S.  Department  of  Housing  and  Urban  Development 
(HUD)  would  assume  full  responsibility  for  providing  rural  housing  assistance 
now  provided  by  the  Farmers  Home  Administration  and  that  half  of  100,000  new 
assisted  housing  units  would  be  allocated  evenly  between  rural  and  urban  areas. 
In  1984  FmHa  housing  programs  produced  more  than  80,000  new  units  of  housing  for 
rural  areas  and  HUD  assisted  housing  programs  currently  are  funded  to  provide 
assistance  for  100,000  new  units  in  FY  1985.   Thus,  following  a  two-year 
moratorium  on  both  FmHA  and  HUD  housing  programs,  both  rural  and  urban  areas 
would  receive  fewer  units  than  they  do  now  despite  the  pressures  of  pent-up 
demand  a  moratorium  creates. 

Although  housing  conditions  vary  from  community  to  community  across  the 
country,  the  overall  number  of  deficient  housing  units  is  greater  today  than  in 
1973.   Using  just  two  criteria  —  severe  deficiencies  and  over-crowding  —  the 
current  need  for  replacement,  additional,  and  substantially  rehabilitated  housing 
for  low-  and  moderate-income  households  is  more  than  5  million  units.   In  1981 
more  than  12.5  million  renter  households  earned  less  than  $10,000.   In  1983 
the  median  income  of  all  renter  households  was  $12,400  and  58  percent  of  all  renter 
households  had  incomes  of  less  than  $15,000.   Low-  and  moderate-income  housing 
needs  are  compounded  by  an  increasing  poverty  level  and  the  permanent  loss  of 
affordable  rental  housing  units  from  the  nation's  inventory.   Approximately  1 
million  units  of  rental  housing  were  converted  from  rental  apartments  to 
condominiums  between  1970  and  1984.   Approximately  1.6  million  units  of  rental 
housing  built  before  1964  and  rented  in  1970  were  not  in  the  rental  market  in 
1981.   Many  of  the  lost  rental  units  housed  the  lower  income  portion  of  the 
rental  market.   Newer  units  entering  the  inventory  rent  for  more  than  those 
removed  from  the  inventory  creating  a  declining  supply  of  affordable  units  for 
poorer  rental  households. 

Studies  by  the  National  Association  of  Housing  and  Redevelopment  Officials 
and  others  indicate  a  need  to  construct  at  least  350,000  units  of  affordable 
rental  housing  for  low-  and  moderate-income  households  every  year  between  now  and 
the  end  of  this  century  to  meet  growing  demand.   Even  the  current  level  of 
effort  falls  woefully  short  of  what  is  needed.   In  the  current  fiscal  year, 
HUD's  federally  assisted  housing  programs  contain  budget  authority  for  only 
5,000  public  housing  units,  2,000  Indian  housing  units,  12,000  units  of  Section 
202  housing  for  the  elderly,  5,000  units  of  moderate  rehabilitation  under  the 
Section  8  program,  37,500  units  of  Section  8  Existing  housing  and  38,500  rental 
housing  vouchers.   In  addition,  the  Housing  Development  Grants,  or  HoDAG, 
program  supports  the  new  construction  or  substantial  rehabilitation  of 
approximately  16,000  units  and  the  Rental  Rehabilitation  Grants  program  will 
support  the  moderate  rehabilitation  of  31,000  units.   None  of  these  programs 
would  receive  funds  for  additional  units  in  FY  1986  under  the  President's 
proposed  budget. 
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At  a  minimum,  these  programs  should  continue  to  be  funded  in  FY  1986  at 
their  current  levels.   The  President's  proposed  budget  would  kill  any  hope  for 
hundreds  of  thousands  of  low-and  moderate-income  Americans  for  decent, 
affordable  housing  in  the  foreseeable  future.   A  two-year  moratorium  means  that 
instead  of  making  progress  toward  the  long  held  national  goal  of  decent  housing 
and  a  suitable  living  environment  for  every  American,  the  nation  will  be  moving 
farther  away  from  achieving  it. 

Why  Assisted  Housing  Programs  Are  Necessary 

In  the  free  enterprise  system,  business  and  industry,  including  the  housing 
industry,  make  investment  decisions  on  the  basis  of  economics  with  close 
attention  to  risk  factors  and  prospects  for  return  on  investment.   Historically 
and  currently,  the  economics  of  the  marketplace  simply  do  not  justify 
investment  in  the  construction  of  rental  housing  for  low-  and  moderate-income 
households.   Federally  assisted  housing  programs  providing  direct  subsidies  and 
tax  incentives  contained  in  the  federal  tax  code  have  always  been  and  are  still 
necessary  to  construct  and  maintain  low-  and  moderate-income  rental  housing. 

With  only  rare  exceptions,  public  housing  authorities  throughout  the  nation 
have  lengthy  and  growing  waiting  lists  of  eligible  low-  and  moderate-income 
households  seeking  federally  assisted  rental  housing.   While  the  need  is 
growing,  the  federal  effort  to  meet  that  need  continues  to  decrease  rather  than 
increase.   And  as  the  pressure  from  tight  federal  budgets  has  increased  the 
proportion  of  federally  assisted  housing  units  allocated  to  new  construction 
and  substantial  rehabilitation  has  decreased  while  the  proportion  allocated  to 
housing  allowances  for  existing  housing  in  the  form  of  Section  8  Existing 
certificates  and  vouchers  has  increased. 

The  major  reason  this  has  happened  is  that  the  cost  of  housing  allowances 
for  existing  housing  is  less  than  that  of  new  construction  or  substantial 
rehabilitation  and  has  a  much  smaller  impact  on  the  federal  budget.   In  FY  1980 
the  proportion  of  new  federally  assisted  housing  units  allocated  to  new 
construction  and  substantial  rehabilitation  was  63  percent,  but  in  FY  1985  it  is 
only  18  percent.   At  the  same  time,  the  total  amount  of  new  budget  authority 
authorized  for  assisted  housing  has  declined  from  $26.7  billion  to  $10.75 
billion. 

In  some  communities  with  an  adequate  supply  of  rental  housing,  housing 
allowances  are  effective  in  helping  eligible  households  with  the  problem  of 
af fordability  and  enable  them  to  find  decent,  suitable  housing.   However, 
studies  have  clearly  shown  that  housing  allowances  do  very  little  to  improve 
housing  quality,  do  not  generate  new  housing  construction  and  do  not  improve 
neighborhood  quality.   In  communities  with  an  inadequate  supply  of  rental 
housing,  housing  allowances  cannot  solve  the  shelter  problems  of  low-income 
households. 

About  45  percent  of  all  rental  housing  units  are  more  than  35  years  old. 
This  means  that  a  significant  portion  of  the  rental  housing  stock  needs  more 
maintenance  or  substantial  rehabilitation  if  they  are  to  continue  to  adequately 
serve  the  needs  of  renter  households.   HUD  has  estimated  that  "most  housing 
units  over  20  years  old  are  generally  in  need  of  some  moderate  rehabilitation 
such  as  new  heating  systems  or  roofs."   The  nation's  older  cities  in  particular 
have  a  high  concentration  of  older  housing.   As  a  region,  the  Northeast  has  the 
oldest  housing  with  30  percent  of  the  Standard  Metropolitan  Statistical  Areas 
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having  40  percent  or  more  of  their  housing  stock  constructed  prior  to  1940. 
Nationally,  in  1981,  38  percent  of  rental  housing  was  40  years  old  or  older  and 
in  need  of  rehabilitation. 

While  there  has  been  a  significant  increase  in  multifamily  rental  housing 
starts  since  1982  when  only  95,000  units  were  started,  the  private  response  to 
rental  demand  is  based  on  the  presence  of  a  growing  market  and  a  rent  level  that 
will  enable  the  developer  to  build  new  units  profitably.   That  is  why  only  11 
high-growth  states  accounted  for  66  percent  of  all  units  built  in  1983.   And 
the  new  units  being  built  in  high  growth  areas  often  have  high  rents  and  are 
small-sized  units  that  are  either  unaffordable  for  low-  and  moderate-income 
households  or  unsuitable  in  terms  of  size  or  both.   The  fact  is  that  more  than 
12  percent  of  all  American  households  live  in  housing  that  is  physically 
inadequate  or  overcrowded,  according  to  the  Annual  Housing  Survey. 

No  argument  was  made  in  the  President's  budget  message  that  federally 
assisted  housing  programs  are  not  capable  of  doing  the  job  they  were  intended  to 
do  if  adequately  funded.   In  fact  they  have  proved  their  ability  to  get  the  job 
done.   The  President's  budget  doesn't  recommend  a  better  way  or  a  more 
efficient  way  to  meet  the  critical  housing  needs  of  low-  and  moderate-income 
households.   It  simply  walks  away  from  the  federal  responsibility  to  help  meet 
those  needs. 

The  ultimate  cost  of  dealing  with  the  consequences  of  growing  numbers  of 
homeless  citizens  and  others  forced  to  live  in  overcrowded  and  substandard 
housing  will  ultimately  be  far  greater  than  the  cost  of  providing  decent 
shelter  in  federally  assisted  housing.   Nor  is  a  moratorium  on  assisted  housing 
programs  without  immediate  and  direct  impact  on  employment.   Each  100,000 
units  of  federally  assisted  housing  not  constructed  means  the  loss  of  82,000 
person-years  of  employment,  the  loss  of  $1.5  billion  in  wages,  and  the  loss  of 
$700  million  in  tax  revenues  to  federal,  state  and  local  governments. 

In  view  of  the  massive  cuts  in  federally  assisted  housing  programs  since 
1980  it  is  evident  that  these  programs  have  not  contributed  to  the  rapid 
increases  in  the  federal  deficit  in  recent  years.   In  fact,  they  have  already 
made  a  substantial  contribution  toward  reducing  that  deficit  while  defense 
spending  has  increased  by  129  percent  since  1979. 

Shelter  is  one  of  life's  most  basic  requirements.   Even  in  an  era  of  budget 
restraint,  federally  assisted  housing  programs  should  be  funded  to  provide  at 
least  100,000  new  units  of  housing  a  year  for  low-  and  moderate-income  households. 


